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Amesbury

Mayor C. Kenneth Gray

Mayor’s Office (978) 388-8121

City Hall, 62 Friend Street Fax: (978) 388-6727

Amesbury, MA 01913-2884 mayorgray@amesburyma.gov
May 12, 2015

Dear City Councilors and Residents,

Pursuant to Amesbury’s charter, | am pleased to submit the Fiscal Year 2016 operating budget. The budget was
prepared in consultation with the Chief Financial Officer and the heads of divisions and departments.

My long term plans remain as they have been and are reflected in this budget. They are:

I. Decrease the rate of increase in property taxes while maintaining or improving municipal services and
meeting previously contracted financial obligations.

2. Invest in education, with the majority of our increased tax levy dollars going to our schools. We must strive
for excellent schools, but not to the extent that we dig ourselves deeper into a property tax hole, or deprive

our citizens of vital municipal services.
3. Focus on initiatives that will result in expanding our commercial/industrial tax base so that we can raise much

needed revenue in the future without further burdening homeowners.

The goal of this budget is to achieve a financial balance between investing in our schools and improving our city
services, while concurrently striving to get our property tax burden under control.

We moved in the right direction last year. Our tax rate ranking amongst the 351 cities and towns in the
Commonwealth went from #4 to #13 due to a decrease in our tax rate from $20.97 per thousand to $20.54. In
spite of this, our tax bills still went up. The pain was somewhat mitigated due to the fact that property values
increased for the first time in eight years, but our high property tax rate and property tax bills remain concerning.
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Chart 1 shows that property taxes in Amesbury continue to be high compared to county and state averages.
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Chart 2 compares the tax bill on a single family home valued at $300,000 in Amesbury, to a $300,000 home in
each of the 34 cities and towns in Essex County, Essex County as a whole, and the state as a whole.

Our high property taxes are, in large part, due to our dependency on Single Family (SF) homes for our tax base.
Therefore, it is vitally important for us to reduce our dependency on property taxes from SF homes. We are
making significant progress on this front, with many new private projects in the works, but it will take several
years before we see these projects show up as new tax revenue.

If my budget is adopted, our schools will receive the majority of this year’s annual tax levy increase. In the
current fiscal year (FY 15) 80.1% of the tax levy increase went to supporting our schools.

Chart 3
Where will the increase in our FY16 property taxes go?
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As Chart 3 shows, in my proposed FY 16 budget, 88.6% of our tax levy increase will go towards supporting our
schools with the remaining 11.4% going to support increases in all of our other city departments combined.
Looking at it another way, our school budget represents about 52% of our total city expenses, but schools will be
receiving about 89% of the increase in our tax levy.



We are serious about investing in our schools and my budget reinforces our commitment to do so. With this FY 16
increase, the city will provide the schools with approximately $195,000 in funding above the level services budget
as presented by the school administration to the School Committee on April 6™, This is the first time in many
years that our schools will have sufficient revenue to add teachers and programs, and to begin a sustainable
rebuilding process after many years of cuts.

But make no mistake, the largest problem we have with respect to school funding is the stagnation of growth in
Chapter 70 funding from the state. Our apportionment of Chapter 70 funding is estimated to be $8,867,257 in
FY 16, which represents the state’s minimum increase of $20.00 per student. In 2003, our share of Chapter 70
funding was $9,978,670, while the cost of running our schools has increased from $19,372,459 to $28,148,496
since 2003. This divergence between stagnant funding and increasing costs is unsustainable.

Fortunately, we are not alone as many cities and towns face similar challenges related to education funding. The
legislature has addressed this. Our legislators are committed to revisiting the Chapter 70 formula and that process
is underway. However, we will see no relief this year, and we may not see relief next year. In the meantime, the
city will be forced to make up the difference by heavily prioritizing investments in our schools over other city
services.

Finally, we have been making great progress on the economic development front. Over the next few years we will

begin to see the benefits as we become less dependent on taxes from existing single family homes to fund the
costs of running our city.

SZ-'ly,
Ken Gray %

Mayor



Budget Summary

Overview

The proposed FY 16 general government operating budget is $55,494,794. Total spending is
proposed to increase $1,661,143 over the FY15 adopted budget. Revenues from sources other
than property taxes are up by $751,059, resulting in a property tax levy increase of $910,084.
While property taxes will increase this year, they will increase at a rate of 8.1% less than last
year’s increase.

Schools

The city’s largest expense is the cost of running our schools. At $28,957.496, a 2.9 % increase
over last fiscal year, schools represent over 52% of our budgeted expenditures for FY16. In
addition to district spending, the state assesses Amesbury an additional $3,076,980 in
education related expenses. These include:

School Choice Out  $412,963

Charter Schools Out  $580,248

Retired Teachers $1,147,388

Essex Technical $105,936

Whittier Vocational ~ $830,445

In addition, of our total debt service of $2.666 million, schools represent $1,851,265.
Including the above expenses, total educational costs for Amesbury are $33,890,570, or 61%
of our operating budget.

Other Expenses

Our next largest expense categories are Public Safety at $7.077 million, up 1.9% from last
year, followed by the DPW at $2.439 million, up 0.1%. Spending for all other city departments
combined totals $4.548 million with total debt payments at $2.666 million.

Revenue

Total revenue from sources other than property taxes is estimated to increase by $751,059. Of
this, the largest item is miscellaneous at $431,500. This amount will come from free cash to
fund our capital improvement program. This will be the first time in many years that we have
set aside funds specifically for sorely needed capital items. Included in these increased

revenues are an additional $98,339 in state aid and an additional $50,000 in ambulance related
revenue.



Summary

City expenses continue to be driven by personnel related costs which, including salaries and
benefits, represent in excess of 70% of our costs. In addition, increases in state aid for
education (Chapter 70) are at the minimum this year while unrestricted local aid will increase
at a rate less than last year.

In spite of these challenges, we have managed to hold tax increases to below those allowed by
law and 8.1% less than last year’s increase. As we move forward, we can expect to see the
benefits of our economic development initiatives take hold as our property tax burden gets
spread to an increasing commercial and industrial base.
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